
68

31 CFR Ch. II (7–1–02 Edition)§ 223.9

in such manner as the Secretary of the 
Treasury may at any time require. 

[10 FR 2348, Mar. 1, 1945, as amended at 42 FR 
8637, Feb. 11, 1977; 49 FR 47002, Nov. 30, 1984]

§ 223.9 Valuation of assets and liabil-
ities. 

In determining the financial condi-
tion of every such company, its assets 
and liabilities will be computed in ac-
cordance with the guidelines contained 
in the Treasury’s current Annual Let-
ter to Executive Heads of Surety Com-
panies. However, the Secretary of the 
Treasury may value the assets and li-
abilities of such companies in his dis-
cretion. Credit will be allowed for rein-
surance in all classes of risks if the re-
insuring company holds a certificate of 
authority from the Secretary of the 
Treasury, or has been recognized as an 
admitted reinsurer in accord with 
§ 223.12. 

[42 FR 8637, Feb. 11, 1977]

§ 223.10 Limitation of risk. 
Except as provided in § 223.11, no com-

pany holding a certificate of authority 
shall underwrite any risk on any bond 
or policy on behalf of any individual, 
firm, association, or corporation, 
whether or not the United States is in-
terested as a party thereto, the amount 
of which is greater than 10 percent of 
the paid-up capital and surplus of such 
company, as determined by the Sec-
retary of the Treasury. That figure is 
hereinafter referred to as the under-
writing limitation. 

[34 FR 20188, Dec. 24, 1969]

§ 223.11 Limitation of risk: Protective 
methods. 

The limitation of risk prescribed in 
§ 223.10 may be complied with by the 
following methods: 

(a) Coinsurance. Two or more compa-
nies may underwrite a risk on any 
bond or policy, the amount of which 
does not exceed their aggregate under-
writing limitations. Each company 
shall limit its liability upon the face of 
the bond or policy, to a definite speci-
fied amount which shall be within its 
underwriting limitation. 

(b) Reinsurance. (1) In respect to 
bonds running to the United States, li-
ability in excess of the underwriting 

limitation shall be reinsured within 45 
days from the date of execution and de-
livery of the bond with one or more 
companies holding a certificate of au-
thority from the Secretary of the 
Treasury. Such reinsurance shall not 
be in excess of the underwriting limita-
tion of the reinsuring company. Where 
reinsurance is contemplated, Federal 
agencies may accept a bond from the 
direct writing company in satisfaction 
of the total bond requirement even 
though it may exceed the direct writ-
ing company’s underwriting limitation. 
Within the 45 day period, the direct 
writing company shall furnish to the 
Federal agency any necessary reinsur-
ance agreements. However, a Federal 
agency may, at its discretion, require 
that reinsurance be obtained within a 
lesser period than 45 days, and may re-
quire completely executed reinsurance 
agreements in hand before making a 
final determination that any bond is 
acceptable. Reinsurance may protect 
bonds required to be furnished to the 
United States by the Miller Act (40 
U.S.C. 270a through 270d) covering con-
tracts for the construction, alteration, 
or repair of any public building or pub-
lic work of the United States, as well 
as other types of Federal bonds. Use of 
reinsurance or coinsurance to protect 
such bonds is at the discretion of the 
direct writing company. Reinsurance 
shall be executed on reinsurance agree-
ment forms (Standard Form 273 for 
Miller Act Performance bonds (for-
merly form No. TFS 6317), Standard 
Form 274 for Miller Act Payment bonds 
(formerly form No. TFS 6318), and 
Standard Form 275 for other types of 
Federal bonds (formerly form No. TFS 
6319)). Federal bond-approving officers 
may obtain the forms by submitting a 
requisition in FEDSTRIP/MILSTRIP 
format to the General Services Admin-
istration regional office providing sup-
port to the requesting Government or-
ganization. In addition, the forms are 
available to authorized sureties and re-
insurers from the Superintendent of 
Documents, Government Printing Of-
fice, Stop: SSMC, Washington, DC 
20402. 

(2) In respect to risks covered by 
bonds or policies not running to the 
United States, liability in excess of the 
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